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GENERAL | NFORMATI ON

The Community Rei nvestnent Act (CRA) requires each Federal financial supervisory
agency to use its authority when examining financial institutions subject to its
supervision, to assess the institution's record of neeting the credit needs of its
entire comunity, including | ow and noderate-inconme nei ghborhoods, consistent with
safe and sound operation of the institution. Upon conclusion of such exam nation,
the agency nust prepare a witten evaluation of the institution's record of neeting
the credit needs of its conmunity.

This docunent is an evaluation of the Community Reinvestment Act (CRA) performance
of Sterling Bank and Trust Conpany prepared by The Federal Reserve Bank of

Ri chnond, the institution's supervisory agency, as of Novenber 18, 1996. The
agency rates the CRA performance of an institution consistent with the provisions
set forth in Appendix A of 12 CFR Part 228.

I NSTITUTION'S CRA RATING This institution is rated Satisfactory.

VWile the mpjority of |oans sanpled was extended to residents outside the
assessnment area, the bank's overall record of |ending, reflected by a high | oan-to-
deposit ratio, resulted in an overall satisfactory |level of helping to neet the
credit needs of its community. Since the previous exam nation, the bank has

ext ended very few new | oans. Therefore, an analysis of the geographic and borrower
di stribution of |ending was not significantly meaningful. Nonetheless, the
institution's lending to small businesses, as well as the geographic distribution
of its lending within the assessnment area, is considered reasonabl e considering the
bank's | endi ng phil osophy and market denographi cs.



The following table indicates the performance | evel of Sterling Bank and Trust
Company with respect to each of the five performance criteria.

SMAL L Sterling Bank and Trust Conpany
I NSTI TUTI ON PERFORMANCE LEVELS
ASSESSMENT
CRI TERI A
Exceeds Meet s Does not
St andar ds St andar ds meet
for for St andar ds
Sati sfactory Sati sfactory for
Per f or mance Per f or mance Sati sfactory

Per f or mance

Loan to Deposit
Rati o X

Lending in
Assessnent
Ar ea X

Lending to
Borrowers of

Di fferent |ncones
and to Businesses

of Different Sizes X

Geogr aphi ¢

Di stribution of

Loans X

Response to No conplaints were received since the prior
Conpl ai nts examni nati on.




DESCRI PTI ON OF | NSTI TUTI ON

Sterling Bank and Trust Conpany operates three offices in central Maryland. These
offices are located in downtown Baltinore, Pikesville, and Annapolis. Since the
previ ous exam nation, the bank has undergone changes in managenent and staff, as
well as its lending philosophy. The institution is repositioning itself as a small
business lender. During this transition, the bank focused its efforts on managi ng
the existing loan portfolio. As a result, total assets and total | oans outstanding
have declined by approximately $15 mllion (199 and $6 million (11%,

respectively. The bank has nmmintained a high | oan-to-deposit ratio over the
preceding five quarters ranging from85%to 94% These high ratios also prevented
substantial |loan growh during this period. As of September 30, 1996, the bank had
assets of $65 nillion, of which 76% were | oans.

Vari ous deposit and | oan products are avail abl e through the institution, including
| oans for real estate devel opnent, small business, residential nortgage, and
consumer purposes. The loan portfolio as of Septenmber 30, 1996, was conprised of
the followi ng: 82%real estate secured (consuner and business), 17% conmercial, and
2% consuner. Based on | ending volune since the previous exani nation, small

busi ness and residential nortgage | oans were identified as principal credit
products offered by the bank. The institution's previous CRA rating was
satisfactory.

DESCRI PTI ON OF ASSESSMENT AREA

The institution has defined its |ocal market as three assessnent areas. These
areas include the foll owing census tracts:

Downt own Bal ti nore Branch Pi kesvill e Branch Annapol i s Branch
Baltinmore City Bal ti nore County Anne Arundel County

2N2 NN AN22 NN 7N11 NN
2N9% NN AN2A N1 7N19% NN
AN1 NN AN21A N9 7ZN2°1 NN
AND NN AN2A NA TNO2K NN
EN1 NN AN2K NN 7Nno°2 NN
1NN2 NN AN22 N1 7N27 NN
1NNA NN AN22 N9 7N21 N1
11N1 NN AN27 N1 7NnR2 NN
11N NN AN27 N9 7NN NN
17N1 NN AN2Q N1 7ZTNAE NN
29N1 N1 AN20Q N9 7NneR NN

AN2Q N2 N7 NN

ANQ7 N1 72NQ NN

ANQ7 N9 72N0 N1

ANOA NN 7211 N2



According to the 1990 census, the popul ation of the assessnent areas is 166, 333.
The areas consist of 41 census tracts. O these tracts six are |lowincone, five
are noderate-inconme, ten are mddle-income, and 20 are upper-income. The
assessnment areas incorporate the central business district of downtown Baltinore,
t he business triangle of Pikesville, Onings MIIs, and Towson, and the central
busi ness district of Annapolis. The follow ng table provi des denmographics by
incone level of families and the percentage of the population living in census
tracts of varying incone levels within the institution's assessment areas.

Low- | ncone Moder at e- M ddl e- Upper - Tot al
I ncone I ncone I ncone

Per cent age of
Area Fanilies by
I ncome Level 16% 12% 18% 54% 100%

Per cent age of
Popul ati on
Residing in
Census Tracts by
I ncone | evel of
Tract 5% 5% 28% 62% 100%

The econony of the Baltinore Metropolitan Statistical Area (MSA) provides diverse
enpl oyment opportunities in the Federal and State Governnents, |ocal tourism

i ndustry, |ight and heavy manufacturing, seafood processing, and various retail

busi nesses. The unenpl oynent rates for the area remain m xed with Anne Arundel
County=s rate of 4.2% Baltinore Countys rate of 5.5% and Baltinore Citys rate of
8.3% The Maryland State average unenploynment rate is 4.9% A community contact
was performed with a representative froma regional community assistance

organi zation to assist in evaluating the bank's CRA perfornmance. This individual

i ndi cated that affordable | owincome housing in central Maryland remains a need and
a challenge for local financial institutions to design accomopdati ng | oan prograns.

CONCLUSI ONS W TH RESPECT TO PERFORMANCE CRI TERI A

LOAN- TO- DEPGSI T RATI O

The average | oan-to-deposit ratio for the previous five quarters is 89% The
average |l oan-to-deposit ratio for institutions of sinmlar asset size headquartered
in the Baltinore-Wshington MSAs was 79% The bank's | oan-to-deposit ratio is
consi dered nore than reasonable given the institution's financial capacity, size,
and | ocal current econonic conditions.



LENDI NG I N ASSESSMENT AREA

Smal | busi ness | oans extended since the previous exam nation and residentia

nort gage | oans extended since January 1, 1995, were reviewed to deternine the
bank's level of lending inside its assessment area. As illustrated by the
following chart, a majority of these | oans are outside of the bank's assessnent
area. Historically, 60% of the |oans extended by the bank (as noted in the
previous two CRA evaluations) were to residents of the local comunity. The
decline of lending to residents of the |local communities was caused, in part, by
t he adoption of assessnent areas that reflect the institution's new market focus
(smal | business | ending).

Conparison of Credit Extended |nside and Qutside of Assessnent Area

| nsi de Assessnent Qut si de Assessment Tot al
Ar ea Ar ea

Total Nunber of
Loans 15 29 44
Percent age of Tot al
Loans 34% 66% 100%
Total Ampunt of
Loans (000's) $2, 351 $7,013 $9, 364
Percent age of Tot al
Anpunt 25% 75% 100%

LENDI NG TO BORROVERS OF DI FFERENT | NCOVES AND TO BUSI NESSES OF DI FFERENT SI ZES

The following charts illustrate the distribution of the residential nortgage and
smal | business | oans extended within the assessnent area to businesses of different
sizes and by income | evel of the borrower.

Di stribution of Loans by Size of Business

Revenues < $ 1 Revenues > $ 1 Tot al
MI1Ilion MI1Ilion
Total Number of
Loans 6 1 7
Percent age of Tot al
Loans 86% 14% 100%
Total Anpunt of
Loans (000's) $740 $140 $880
Percent age of Tot al
Ampount 84% 16% 100%
The | oans extended to businesses with gross revenues of $1 million or |ess

demonstrate the bank's willingness to neet small business credit needs.






Di stribution of Loans by | ncone Level of Borrower

Resi dential Mrtgage Loans

Low- | ncone Moder at e- M ddl e- Upper - Tot al
I ncone I ncone I ncone

Total Number of
Loans 0 0 1 7 8
Per cent age of
Total Loans 0% 0% 13% 87% 100%
Total Anount of
Loans (000's) 0 0% $90 $1, 381 $1,471
Per cent age of
Tot al Anpunt 0% 0% 6% 94% 100%

VWil e no | oans were extended to | ow- and noderate-income applicants, the high cost
of housing in the area has made it difficult for many | ower-incone individuals to
purchase or own homes. |In particular, 82% of the non-comrercial single famly

dwel lings are valued in excess of $101, 000. Based on 1995 incone figures, |ow and
noderate-income fanmlies in the Baltimore MSA would not earn nore than $24, 700 and
$39, 520 per year, respectively.

GEOGRAPHI C DI STRI BUTI ON OF LOANS

An anal ysis of |ending throughout the commnity by census tract was perforned. The
bank's assessment areas consist primarily of mddle- and upper-incone areas. The
following charts show the distribution of the small business and residential

nort gage | oans extended in the assessnent areas according to income |evel of census
tract.

Distribution of Loans in Assessnent Area by |Incone Level of Census Tract

Smal | Busi ness Lendi ng

Low- Moder at e- M ddl e- Upper - I ncone Tot al
I ncone I ncone I ncone

Total Number of
Loans 0 3 3 1 7
Per cent age of
Total Loans 0% 43% 43% 14% 100%
Total Anount of
Loans (000's) $0 $410 $330 $140 $880
Per cent age of
Tot al Anpunt 0% 47% 37% 16% 100%







Resi dential Mrtgage Loans

Low- Moder at e- M ddl e- Upper - I ncone Tot al
I ncone I ncone I ncone
Total Number of
Loans 0 0 3 5 8
Per cent age of
Total Loans 0% 0% 38% 62% 100%
Total Anount of
Loans (000's) $0 $0 $308 $1, 163 $1,471
Per cent age of
Tot al Anpunt 0% 0% 21% 79% 100%

In the bank's three assessnent areas, the mpjority of population (90% resides in

m ddl e- and upper-income census tracts. The three small business | oans extended to
busi nesses in noderate-income tracts are considered beneficial for those areas.
VWile no residential nortgage | oans were extended to residents of a |low or
noder at e-i ncome census tract, the small quantity of owner-occupied properties
limts the opportunities for creditors to extend residential nortgage |loans. Only
17% of all housing in the 11 | ow and noderate-income census tracts in the
assessment areas are owner-occupi ed.

COVPLI ANCE W TH ANTI DI SCRI M NATI ON LAWS AND REGULATI ONS

The bank is in conpliance with the substantive provisions of the fair housing and
fair lending | aws and regulations. Violations involving the technical aspects of
the Home Mbrtgage Disclosure Act's Regulation C were noted. Adequate policies,
procedures, and training prograns have been devel oped to support nondiscrinnation
in lending and credit activities.



